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COMMENTS OF THE ALASKA TELEPHONE ASSOCIATION 

SECTION XV, REDUCING INEFFICIENCIES AND WASTE BY CURBING 

ARBITRAGE OPPORTUNITIES 

 

The Alaska Telephone Association (“ATA”)
1
 appreciates the opportunity to comment on 

the proposals put forward in Section XV of this Notice of Proposed Rulemaking (“NPRM”) and 

commends the Commission for addressing this aspect of contribution methodology at the 

beginning of the lengthy process of Universal Service reform.  It is a vital first step in expanding 

the contribution base to include all users of the network. 
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The crux of the ATA’s positions expressed in these Section XV issues is that there is a 

real cost to providing communications infrastructure.  There are both construction costs and 

operational costs and every entity using that infrastructure – that network – is getting value from 

it and should contribute in an equitable proportion to its cost recovery.  The network provider 

must be fully compensated.  Due to indolent regulatory oversight which has failed to establish 

rules and enforcement policies to discourage arbitrage, entities have availed themselves of 

below-cost or free use of the public switched telecommunications network through phantom 

traffic and VoIP. 

 

VoIP 

Of the options offered by the Commission in this NPRM to address VoIP, or of any we 

might otherwise offer, none are more rational than that in paragraph 618 proposing that VoIP 

traffic be subject to the same intercarrier compensation charges as other voice telephone traffic, 

both today and during any intercarrier compensation reform transition period.  As long as there is 

an incentive afforded by new technology or regulatory fiat, it is virtually certain that some entity 

will avail itself of that competitive advantage.  Such is the case and the major cause for the 

erosion of switched minutes of access and the increase in VoIP traffic.  In a report just released 

by the Wireline Competition Bureau, in the year preceding June 30, 2010 VoIP subscriptions 

increased 21% and switched access minutes declined by 8%.
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The Commission asks whether it should distinguish between fixed and nomadic VoIP 

traffic (¶612).  We believe that to do so would only perpetuate a path for further, more narrowly 

focused, arbitrage and would be contrary to the market based concept of cost user, cost payer. 

The ATA supports the Commission’s authority to regulate VoIP traffic under section 

215(b)(5), but we are not clear of the linkage or convinced that acceptance of that authority 

demands the application of a bill-and-keep methodology (see ¶615).  Bill-and-keep is only 

equitable if originating and terminating traffic is relatively comparable as it might be on a local 

basis.  Traffic terminated from an interstate origin is unlikely to fit that paradigm, so applying the 

same intercarrier compensation charges as other voice traffic as mentioned above and in 

paragraph 618 is appropriate. 
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As strongly as we believe that every user of the network should pay, to the extent that the 

traffic exchanged is local traffic, we propose that the Commission consider a modified bill-and-

keep or reciprocal compensation methodology wherein if local traffic is found to be out of 

balance
3
 by more than a specified percentage (e.g. 5 percent), the terminating carrier could bill 

the originating carrier for the excess volume of traffic and that carrier would have a 

responsibility to pay this reciprocal compensation.  Essentially, the carrier using the network 

more would pay its proportionate share of the costs rather than shifting some of those costs to 

other network users.  For purposes of determining the jurisdiction of nomadic VoIP traffic, the 

billing address of the VoIP carrier’s customer would be a suitable surrogate for the originating 

location of the call.  Alternatively, since carriers are required to provide 911 services, the 

location of the customer could be assigned to the last registered 911 location for the nomadic 

customer.  We believe that rural carriers would be adversely impacted by a pure bill-and-keep 

methodology and such would perpetuate the arbitrage opportunities that have already been 

identified as problematic.
4
 

 

Phantom Traffic 

Phantom traffic has been a frustrating problem for some time.  With no disincentive to 

deliver traffic devoid of billing information, an arbitrage opportunity exists for unscrupulous 

entities.  Additionally, there is little incentive for carriers to explore and invest in solutions to 

technological shortcomings that result in the delivery of their traffic without billing identifiers.   

We agree with the Commission that “traffic lacking sufficient information to enable 

proper billing of intercarrier compensation charges is not consistent with the public interest” 

(¶624) and we are a bit surprised that the Commission’s rules would still need modification to 

prohibit “stripping or altering call signaling information” (¶626).  However, if that is the case, we 
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certainly support the speedy implementation of such rules as we cannot imagine how the public 

is served by the alteration of billing information. 

We are adamantly opposed to the alteration of call signaling information in order to 

unfairly arbitrage network costs between jurisdictions and thus shift costs among users.  We 

support the Commission’s proposed rules to prohibit it with the limited exceptions identified
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and apart from those limited exceptions, we encourage the Commission to implement and 

enforce procedures that include punitive disincentives for the willful alteration of signaling 

information. 

 

Access Stimulation 

Currently we are aware of no access stimulation activity in Alaska and we offer no 

comments on that issue at this time. 

 

Respectfully submitted this 1
st
 day of April, 2011. 
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